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CHAPTER 27

REVOLVI NG FUND ACCOUNTI NG
FOR M LI TARY CONSTRUCTI ON
SUPERVI S| ON AND ADM NI STRATI ON

27-1. CGener al .

a. ER 37-345-10, chapter 7 provides for the application of
supervision and adm ni stration (S&\) to mlitary construction
work at flat rates. The rates will be reviewed periodically by
the Director of Resource Managenent and revised as necessary.
Supervi sion, inspection and overhead costs will not be charged
directly projects to which the flat rate is applicable. |nstead,
such costs wll be charged to Revolving Fund work itens in the
RF65, RF66, or RF68 series. S&A costs will be distributed at the
current S&A rates and charged to mlitary or civil work itens as
appropriate. Note that distributions to civil work itens is
limted to use by Omha District in support of the Rapid Response
program  S&A costs distributed will be credited to the RF65,
RF66 and RF68 work itens. The difference between S&A costs
incurred and distributed will be transferred to the USACE Fi nance
Center (UFC). The Rapi d Response S&A bal ance i s nanaged by the
Omha District and is not transferred to the UFC

b. The flat rate S&A work itenms (RF65, RF66, and RF68) wl |
not, under any circunstances, be used to acquire capital assets
(assets having an acquisition cost in excess of the nonetary
capitalization threshold and useful life of two years or greater)
for use within Area Ofices or to construct, operate or maintain
Area Ofice Facilities (permanent structures, nodul ar buil di ngs,
pre- manuf actured buil di ngs, LAN, relocatable buildings, etc.).
Use of the flat rate accounts for either of these purposes wll
result in a statutory violation subject to adm nistrative/

di sciplinary action. See paragraph 26-1 for funding sources for
capital asset acquisition in support of Area O fice operations.

27- 2. General Ledger Accounts - Supervision and Adm ni stration.

a. GGLAC 3318.10 - Results from Operations. The operating
bal ances (expenses |ess incone) are closed into this General
Ledger account at the end of each fiscal year.

b. G.AC 5000 Series - Revenues. Represents incone from
sal es of goods or services perfornmed in the Revol ving Fund.
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GLAC 5100. 10 Revenue from Goods Sol d
GLAC 5100. 21 Revenue from Goods Sol d
Fund

Publ i c
O her Corps’ Revol ving

GLAC 5100. 22 Revenue from Goods Sold - GCvil Wrks

GLAC 5100. 23 Revenue from Goods Sold - O her Arny

GLAC 5100. 30 Revenue from Goods Sold - Governnent - Non-Arny

GLAC 5200. 10 Revenue from Services Provided - Public

GLAC 5200. 21 Revenue from Services Provided - O her Corps’
Revol vi ng Fund

GLAC 5200. 22 Revenue from Services Provided - Cvil Wrks

GLAC 5200. 23 Revenue from Services Provided - Oher Arny

GLAC 5200. 30 Revenue from Services Provided - Governnent -
Non- Ar ny

c. GLAC 6000 Series - Operating Expenses. Reflects the
operating expenses and joint cost credits.

27-3. Subsidiary Accounts - MIlitary Supervision and
Adm ni stration.

a. RF6500 - M LCON Supervision and Adm ni stration (S&A).
This work itemis generally used to record S&A costs of projects
funded by the M LCON Appropriations Act.

b. RF6600 - O&M (Except DERP) Supervision and
Adm nistration. This work itemis generally used to record S&A
costs of O&M (except DERP) and Departnent of Defense (DOD)
projects funded by the Defense Appropriations Act.

c. RF6601 - O&M DERP Supervision and Adm nistration. This
work itemis generally used to record S&A costs of Defense
Envi ronnmental Restoration and Base Real i gnnent and C osure (BRAC
envi ronnment al projects.

d. RF6800 - Rapid Response Supervision and Adm nistration
(Omha only). This work itemis used to record S&A costs of
Rapi d Response projects nanaged by Omaha District.

27-4. Accounting for S&A Costs.

a. Revolving Fund work itens RF6500 M LCON, RF6600 O8M
(Except DERP), RF6601 O&M DERP and RF6800 Rapi d Response are
established to capture the actual costs of providing S&A
servi ces.

b. Project funded work itens are established to account for
pl acement (contractor earnings) and the flat rate S&A charge to

27-2



ER 37-2-10
Change 88
31 Jan 00

the construction project.

c. Incone to the Revolving Fund S&A work itens is generated
by the flat rate applied to the direct construction costs of the
project funded work itenms. |ncone does not post to the Revol ving
Fund work itemunless there are sufficient funds on the project
funded work itemto accept the flat rate S&A charge. Care nust
be exercised to ensure that the flat rate charge to the project
is posted in the sanme nonth as the direct construction costs are
incurred. Failure to post the flat rate expense results in
| eakage. Leakage is defined as the anmbunt of expected incone
(placenent times the current S&A rate) |less the incone
accunul ated in the revol ving fund S&A work item

d. Caution nust also be exercised that only proper expenses
are charged to the S&A accounts. Refer to ER 415-1-16, Chapter 2
of the Construction Fiscal Managenent Regul ation for a
description of the kinds of expenses appropriately charged to the
S&A accounts. In addition, there is no authority for the S&A
accounts to be charged with expenses to construct or enter into a
capital lease for facilities (relocatable or permanent).
Facilities should be provided by the custoner or funded from
mlitary project funds.

e. Liquidated Damages. Liquidated damages are anbunts
retained in an open accounts payable (with the exception of
anounts for AE liability) on the project funded work itemto
cover expenses incurred due to delayed contractor perfornmance or
in some instances contractor’s default. The foll ow ng gui dance
applies to the disposition of |iquidated danages on a flat rate
contract, including those danages di sbursed fromthe project
funded work itemand collected into the Suspense Account, anobunts
returned fromthe contractor or anmounts received fromthe
Departnent of Justice:

(1) Liquidated damages attributable to increased engi neering
and design expenses wll be credited to the appropriation that
funded the increased engi neering and desi gn expenses. The
resource code DAMASSCONT will be used to record the collection of
| i qui dat ed danages on the project funded work item

(2) Liquidated danmages attributable to increased direct
construction costs will be credited to the appropriation that
funded the increased direct construction costs. The resource
code DAMASSCONT wil |l be used to record the collection of
| i qui dat ed danages on the project funded work itemas to not
distort anmounts of direct construction costs. The anount of the
flat rate charge originally applied to the direct construction
costs is not to be recouped to cover those S&A expenses of a
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prior accounting period. |In the case of a new construction
contract being awarded to conplete the work of a defaulted
contractor, S&A funds nust be requested fromthe custoner to
of fset S&A expenses of the current accounting period.

(3) Liquidated damages on del ayed perfornmance that is
attributable to increased S&A expenses wll be credited to the
appropriate S&A cl earing account maintained by the UFC. Make
checks payable to the Finance and Accounting O ficer, UFC
Li qui dat ed damages on del ayed perfornmance that is attributable to
i ncreased S&A expense for Rapid Response projects will be
credited to the RF6800 work item nmai ntai ned by the Omha
District.

(4) Liquidated damages attributable to other expenses
incurred by USACE activities will be credited to the
appropriation that funded the other expenses using the resource
code DAMASSCONT to record the collection against the project
funded work item

(5) The bal ance of |iquidated damages in excess of increased
expenses nust be deposited into the General Fund of the U S.
Treasury as M scel | aneous Receipts. Failure to deposit the
bal ance of |iquidated damages i n excess of increased expenses
into Mscellaneous Receipts results in nmultiple statutory
vi ol ati ons.

(6) Increased expenses of the custonmer can also be offset by
the liqui dated danages. For exanple, if custoner incurs
addi tional | ease expenses due to delay of conpletion, those
expenses can be offset by the |iquidated danages. Record the
coll ection of |iquidated danmages under the project funded work
i tem whi ch contractor earnings were incurred using the resource
DAMASSCONT as to not to distort direct construction costs.

f. Request/Approval for Mlitary S&A Cost Transfers. This
section addresses cost transfers for mlitary S&A. Procedures
for | abor cost transfers are described in para 7-5c, while other
FQOA cost transfer procedures are described in par 6-29.

(1) There are acceptable reasons for initiating an S&A cost
transfer. Cost transfers or corrections are not necessarily
i ndi cative of financial m smanagenent. Exanples of honest
m st akes woul d i ncl ude an enpl oyee selecting a wong ordering or
funded work item when creating a Purchase Request and Comm t ment
(PR&C). A legitimate m scharge could also occur if an incorrect
wor k category code, resource code, or organi zation code were
sel ected for the PR&C.

27-4



ER 37-2-10
Change 88
31 Jan 00

(2) The responsibility for initiating a request for a non-
| abor cost transfer depends on the source of the m scharge. For
clerical errors involving such itens as organization, work
category, work category elenent, or resource codes, the
responsi bl e enpl oyee woul d generally be the initiator of the
PR&C. Changes froma wong work item should be initiated by the
fund manager or analyst. The fund manager and anal yst will work
together to research the problem and determ ne the correct
solution. This action nust be conpleted pronptly, within ten
wor kdays fromthe date the error was first discovered or the end
of the nonth, whichever occurs first.

(3) The initiator of the cost transfer nust have S&A cost
transfer authority designated on the Access Control Screen (10.1)
in CEFMS. This designated individual will query the account
information to be "transferred fronf on CEFMS screen 7.4.10 (S&A
Cost Transfers with FOA) and identify the amount to be
transferred. The account information to be "transferred to" wll
al so be identified on CEFMS screen 7.4.10 with appropriate
justification entered for the transfer.

(4) The requirenents outlined above may be expanded as
deened necessary to strengthen |ocal internal controls. In al
cases, the district Resource Managenent officer as well as the
responsi bl e division and office chiefs will nonitor the cost
transfer practices to uncover repetitive problens and/or tends,
and take corrective action.

g. Transfer of Month-end Bal ance of S&A Costs to the UFC

Al l USACE Conmands wi || process S&A bal ances (gains or |losses) to
the UFC nonthly. S&A transfers are processed by accessi ng CEFMS
screen 7.4.11. CEFMS requires the initiator to have access
control permssions to effect the transfer. Transfer anounts are
made separately for MLCON and O&M The transfer anount for O8M
i ncl udes amounts for O%M Except DERP and O%M DERP. The initiator
selects the transfer type "SACON' to transfer M LCON S&A bal ances
fromthe RF6500 work itemand the transfer type "SAOVA" to
transfer O%M S&A bal ances from RF6600 and RF6601 work itens.

The behind the scene CEFMS fornula for processing nonth end
bal ances is shown bel ow

RF6500 RF6600 RF6601
Current Month I ncone XXX XXX XXX
Less Current Month Expenses;
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Supervi sion & |l nspection

CGeneral Overhead XXX XXX XXX
Current Month Gain or (Loss) XXX XXX XXX

If "lInconme" does not equal the product of the applicable S&A rate
tinmes the related "direct cost to which total incone applies,"”
the result is | eakage as explained in paragraph 27-4c above.
Commanders nust obtain S&A funds fromthe custoner in advance of
perform ng work.

27-5. Accounting for S&A Costs Perforned on a Rei nbursabl e Basis.

a. Supervision and Adm nistration Perfornmed for O her USACE
Commands. Supervision and admi nistration effort performed by one
USACE Command for anot her USACE Command will be perforned on a
rei nbursable basis utilizing a Mlitary Interdepartnental
Purchase Request (M PR). Perform ng USACE Conmands havi ng
mlitary accounting capability will establish a custonmer order in
a mlitary work item Perform ng USACE Commands without mlitary
accounting capability will establish a custoner order in a
revolving fund work item All expenses of the perform ng USACE
Command wi Il be charged direct to the custoner order (i.e., not
to a flat rate account) and billed to the requesti ng USACE
Command. The requesting USACE Command w Il pay the bill from
their appropriate flat rate account. The requesting USACE
Command wi Il be responsible for transferring nonth-end bal ances
of S&A to the UFC in accordance w th paragraph 27-4g. The
perform ng USACE Command will not transfer S&A perforned on a
rei nbursabl e basis. The requesting USACE Command wi |l al so have
full responsibility for the mlitary construction S&A95 report
requi red by paragraph 18-3.

b. The follow ng guidance is provided for workload
di stributions sanctioned by the Regional Managenent Boards (RVB)
in support of S&A efforts perfornmed for other Departnent of
Def ense (DOD) agencies. Supervision and adm nistration perforned
for other DOD agencies will be perforned on a reinbursabl e basis.

Cvil only USACE Commands wi Il have another mlitary

USACE Command accepts all reinbursable orders citing mlitary
appropriations on their behalf. The mlitary USACE Command w | |
then issue a MPR to the civil USACE Command and the procedures
cited in paragraph 27-5a above wll be followed. This ensures
that mlitary construction effort is properly reflected in the
mlitary accounting records of the Corps. |If direct fund cite
procedures are utilized for the contract, the mlitary USACE
Command nust establish a direct fund cite custoner order
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(Fund Type E) and record contractor earnings using ENG Form 93 to
record nenp placenent. Supervision and adm nistration custoner
orders nust be linked to the direct fund cite contract custoner
order to ensure applicable flat rate charges are processed.

27-6. Pro-forma Entries.

a. Sale of S&A to MIlitary Appropriations

DR: GLAC 1311.11 Accounts Recei vabl e
CR GLAC 5200. 23 Revenue from Services Provi ded

b. Mnthly Transfer of S&A (RF6500/ RF6600/ RF6601) to UFC

Transfer of Credit Bal ance (I nconme exceeds Expenses).
Transfer District
DR. GLAC 6120. 00 O her Services
GLAC 4580.11 Allotted Direct Authority
CR. GLAC 1012. 00 Funds Di sbursed
CR G.AC 4931.10 Accrued Expenditures - Paid

UEC

DR GLAC 1011. 00 Funds Col | ect ed
CR GLAC Revenue From Sal es Provi ded

Transfer of Debit Bal ance (Expenses exceed | ncone).
Transfer District
DR: GLAC 1011. 00 Funds Col |l ected
CR GLAC 5200. 21 Revenue From Sal es Provi ded

UFC
DR: GLAC 6120.00 O her Services
GLAC 4580.11 Allotted Direct Authority
CR G.AC 1012.00 Funds Di sbursed
GLAC 4931. 10 Accrued Expenditures - Paid
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